Gas Wars 


1970 


1973 


Background 

o Late 1960's ’’oil embargo” 

Manufacturers with idle capacity 
Gas deficit 

Gas prices sky rocketed 

Consumers changing behavior - reduce consumption 

- more economic cars 


Cause of Price War 


o Oil embargo was lifted. Majors produced at full capacity: 

volume went back to pre-embargo levels and consumption stayed 
down - "gas surplus" 

o Economic recession - high unemployment 

o Texaco objective to maintain #1 position by going after volume 
at expense of profits 

Marketing Strategy 


o Majors - Vast chain at expensive low volume high prices 
stations 


- Vertically integrated - ownership or lease 
Quality and service oriented 
Good location 
Brand equity 

Inefficient volume - ROI = 3% (12% industry avg.) 

Sell branded product through marketing system 

Shoot out the door excess at cheap prices (price gap) sold 

to independents 

o Independents 

mass merchandising - sell highest volume at the lowest 
possible price 
- No service/self service 


C-Store entering business - don't care about coming ahead on 
their gas sales as it brings people into their stores 
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Results 



less fixed cost 
' Chain reaction 

Independents cut price below cost to win customers 

Other dealers followed to remain competitive 

Majors reduced prices to protect their branded dealers 


Source: https://www.industrydocuments.ucsf.edu/docs/ytxn0004 
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Heavy told on/profits for bic/oil co's and/small dealers alike 
High o p srafe & rt turnover rate, Aap—fcd - 40% inA&eme""'S'tate's 
Motorist shopping for bargains,rati Ma^-ith^ n quality 
Gasoline as a uniform commodity rather than distinctively 
different brands \/{/oT 

o Branded dealers suit majors for restraining competition 
o Bills restricting r prices and prohibiting big signs in #ew 
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Action 
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Majors moved to eliminate price gap between branded and non 
branded sales. Also converted stations to be more efficient 


Implications 

Anti-trust hearing for price fixing. 


Source: https://www.industrydocuments.ucsf.edu/docs/ytxn0004 
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